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the dollar, and to prevent the discount on the pound actually
rising.

The 7 per cent, bank rate was maintained in force for a year.
Between April and November 1921 it was brought down gradu-
ally to 5 per cent, (still a high rate). At the same time the
practice of placing treasury bills on offer at a fixed rate was
abandoned in favour of the former system of inviting competi-
tive tenders for them in the market. The regulation of credit
thereby devolved once more on the Bank of England.

The feverish activity of 1919-20 had given place in a flash to
depression which became more and more severe. Unemploy-
ment increased rapidly and by the end of 1921 had reached
the huge total of 2 millions. Yet in August 1921 the pound was
still at a greater discount than in May 1920.

From that time till the gold standard was successfully restored
in 1925 the principal factor in the monetary situation was the
American price level. The American price level had almost
ceased to fall after June 1921. Consequently deflation in Great
Britain soon began to bear fruit in a rise in the pound. By
March 1922 the exchange had reached $4.40.

In the succeeding three years the American price level fluc-
tuated with a general tendency to rise. The British price level
was kept approximately stationary. The exchange rose to $4.70
in March 19239 and after a reaction began to recover again in
the summer of 1924.

Credit was expanding and prices were rising in the United
States. In England bank rate had been down to 3 per cent.
It was raised to 4 in July 1923 but was not made effective. In
July 19243 however,, a certain amount of pressure appeared in
the discount market, and the 4 per cent, rate became effective.
The way was being prepared for the return of the pound to
parity.

At the beginning of March 1925 bank rate was raised to
5 per cent., and on the 27th April, the exchange on New York
being then little more than i per cent, below par, the export
of gold became free once again and the restoration of the gold
standard was an accomplished fact.